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Abstract 
Background: The public sector in Norway has undergone a number of renewals and restructuring processes during the last few 
years. This development is referred to as New Public Management, and has resulted in more competition, the need for adaptions 
to the market, and several new organizational forms. Purpose of Study: To discuss effective use of resources in the public 
management sector in Norway. Sources of Evidence: One key aspect in the public sector is that in addition to emphasizing good 
service, the public sector also has an additional responsibility to provide an additional service or an extended product to its 
customers. A problem in this context may be to measure the effectiveness of this due to vague and unclear goals. Another 
important aspect when it comes to efficient use of resources in the public sector is that it may be difficult to observe or verify 
what the quality of a product or service really is. It could therefore be problematic to draw conclusions about what effective use 
of resources really is. Main Argument: Regardless of how one chooses to define efficient use of resources in the public sector, it 
will be up to the politicians to decide whether the services provided by the public sector have a high enough value in relation to 
the actual use of resources. Conclusions: We conclude that there exist several major challenges regarding how to measure the 
creation of value in the public sector within the domain of New Public Management. 
© 2015 The Authors. Published by Elsevier B.V. 
Peer-review under responsibility of Academic World Research and Education Center. 
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1. Introduction 
In recent times, the Norwegian public sector has undergone a number of changes and renewals. This has resulted 
in more competition, the need for adaptions to the market, and new organizational forms (Hillestad, 2003). The 
 
 
* Ole Boe. Tel.: +47-23099448. 
   E-mail address: olboe@mil.no. 
 2015 The Authors. Published by Elsevier B.V This is an open access article under the CC BY-NC-ND license 
(http://creativecommons.org/licenses/by-nc-nd/4.0/).
Peer-review under responsibility of Academic World Research and Education Center
870   Ole Boe and Øyvind Kvalvik /  Procedia Economics and Finance  26 ( 2015 )  869 – 874 
development that the Norwegian public sector has undergone has been designated "New Public Management" or 
NPM (Christiansen & Lægreid, 1999). The basic idea within NPM is that the public sector can be made more 
efficient through adopting organizational structures from the public business sector and the private business sector 
(Busch, Johnson, & Vanebo, 2002). The Norwegian public sector has steadily grown during the postwar period, and 
this has led to an increasing demand that resources must be utilized better (Forsvarsdepartementet/Forsvarets 
Overkommando, 1992). In other words, the overall objectives of the ongoing restructuring process in the public 
organization are to modernize, to streamline and to simplify (Norman, 2002), and thus to control resource usage in 
such a way that added value becomes optimal. This added value is the result of a value creation process where one 
has added "value" in the form of special characteristics (Forsvarsdepartementet/Forsvarets Overkommando, 1992). 
The goal then becomes a better and more efficient utilization of the public sector´s total resources (Hillestad, 2003). 
Factors such as economy regulations, organizational and decision-making structures, responsibilities and follow-ups 
will affect to which extent government entities will manage to achieve a better utilization of the allocated resources. 
The purpose of this study is to discuss effective use of resources within the public management sector in Norway. To 
answer this question we will first make delimit our field of study. Then we will define the key terms that will be used 
throughout the paper. Furthermore we will explain what is meant by effective use of resources in the Norwegian 
public sector. Finally, we will end with a conclusion in this paper. 
1.1. Delimitation 
This paper will look into the public management sector in Norway. We will further use the public sector as an 
umbrella term, and therefore will not account for any specific businesses. As we are focused on the effective use of 
resources within the public sector, we will not in this paper explain efficient use of resources within the private 
business sphere. A further delimitation appraisal in this paper will be to account for effective use of resources in 
relation to what is referred to as external efficiency, i.e. so-called benefit cost. The reason for this limitation is that it 
is relatively easy to measure the internal effect, i.e. productivity, but it is harder and much more important from a 
societal perspective to define the user and societal benefits that are the desired outcome of an efficient use of 
resources in public business. Through the so-called result chain it emerges clearly that social effects are a 
consequence of pursued productivity or performance of services (SSØ, 2006). It thus appears to us as logical to 
restrict the paper to explain how social effects such as welfare or the creation of value can be achieved through 
effective use of resources within the public sector. 
1.2. Definitions 
The term “effective” can be defined in many different ways. A basic definition is the following by Busch, 
Johnson, and Vanebo (2002): Effectivity equals the creation of value divided upon resource usage. A further 
operationalization of the concept of effectivity is the following: "Effectivity is the overriding criterion for good 
governance, and is about the extent to which the achievement of business objectives is relative to the resources 
used" (our translation) (SSØ, 2006, p. 22). External effectivity can be defined as cost/benefit effectivity (SSØ, 
2006). Cost/benefit effectivity means that the benefits of raising the stakes with one sum of money within an area 
shall not be greater than the benefits of raising the stakes with another sum of money within another area. 
Cost/benefit effectivity is thus a criterion for optimal sizing of the public efforts (NOU 2003: 6). Resource 
utilization can also be defined in several ways. Resource use can be specified in quantity or in money and are factors 
that are consumed in the process of creating value (Busch, Johnson, & Vanebo, 2002). Public enterprises are defined 
as consisting of several parts. These parts are respectively the municipal sector, the government sector and public 
corporations (Busch, Johnson, & Vanebo, 2002).  
2. The superordinate goals and strategy for an efficient use of resources in the public sector 
The overall goals and strategies to achieve efficient use of resources in the public sector are determined through 
the state budget and through parliamentary resolutions. The Norwegian Ministry of Finance will establish the 
superordinate goals to be reached in the budget period. Furthermore, the same proposition also determines which 
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control parameters and results are to be achieved (St.prp. nr.1, 2006- 2007). By measuring the results it will be 
possible to measure the extent to which one has achieved an efficient use of resources in the public business. Most 
activities that are regulated through the Norwegian state budget will be aimed at achieving certain social objectives 
(NOU, 2003: 6). 
Within social economy the concept of Pareto optimality has been defined as the basic efficiency criterion when it 
comes to resource use. Pareto optimality means that the distribution of resources is effective if the changed resource 
allocation cannot possibly increase the well-being of at least one individual without the well-being simultaneously 
being reduced for a second individual (NOU, 2003: 6). The goal one wishes to achieve within the public sector is 
largely linked to welfare, social equality, justice and similar concepts (Busch, Johnson, & Vanebo, 2002). One key 
aspect of the public sector is that in addition to emphasizing good service the public sector also has an additional 
responsibility to provide an additional value and an extended product to its customers (Klausen, 1996). One problem 
in this context can then be to measure the effectiveness of this extra performance or the extended product, this due to 
vague and unclear objectives (Busch, Johnson, & Vanebo, 2002). Within the public sector, scorecard and profit 
orientation have been given a higher priority (St.meld. 4, 1992-1993). Efficiency within the public sector will also 
include quality services, accessibility for users, security of the services offered, and confidence in the services 
offered. The increased focus on performance management in the public sector has also contributed to stronger 
demands on improved financial management (Busch, Johnson, & Vanebo, 2002). The Norwegian financial 
regulation from 1996 (Finansdepartementet, 1996) emphasizes that the so-called total cost calculations will help 
visualize the effects and sensitize decision makers in the public sector. In virtue of being both leader of a part of the 
public sector and a strategic leader, it is important to focus on making the decisions and judgments with a view to 
making the use of human and material resources beneficial for the society (Fjeldskar, 2007). The total cost 
calculations are thus a principle that will be used in public tenders, investments, and major changes in the services 
offered. Another important point is that there must be an assessment of the relationship between performance and 
resource consumption. Busch, Johnson, and Vanebo (2002) emphasize that it is important to get more and better 
services out of every Norwegian crown (i.e. Norwegian monetary currency) that is used in public administration, 
and that one should reprioritize and use resources in those areas where one gets the most out of them. Through the 
Public Procurement Act it shall be ensured that one achieves as efficient a use of resources as possible. This is 
accomplished by making sure that public procurements rely on the principles of sound business principles and equal 
treatment (Lovdata, 1997). 
A further aspect when it comes to effective use of resources in the Norwegian public sector is that it may be 
difficult to observe or verify the quality of a product or service. It could therefore be problematic to draw 
conclusions about what effective use of resources really are (Rødsten, 2001). A fundamental principle of 
streamlining resource use is local freedom and local responsibility, i.e. delegation and decentralization within the 
public sector (Norman, 2002). This will lead to a rationalization of resource use in the public sector, and one will 
thus be able to obtain so-called efficiency gains. An efficiency gain that could be achieved is cost efficiency. This 
means the measures that reduce the costs associated with the production of public services. Another efficiency gain 
is result efficiency of results, i.e. changes where one achieves the political goals with reduced use of resources. In 
addition it is possible to achieve cost/benefit effectiveness. Cost/benefit effectiveness implies that you move 
resources to areas where the effects of every last Norwegian crown are great (Busch, Johnson, & Vanebo, 2002). 
2.1. Use of control parameters to achieve an effective use of resources 
To achieve an effective use of resources in the Norwegian public sector the overarching goals and strategy must 
be concretized through control parameters (SSØ, 2006). Control parameters are defined as follows: "Control 
parameters are all kinds of measurement methods or qualitative assessments used in the management of the sector at 
different levels. Control parameters measuring or describing directly or indirectly to what extent the sectors obtains 
its overarching goals in a given period" (SSØ, 2006, p.19). If one were to assess the degree of achievement one 
would be dependent upon measuring multiple dimensions of the overall goals. To achieve these goals, certain so-
called critical success factors will determine the degree of efficiency and thus also the degree of effective resource 
use. Critical success factors are often associated with the balanced scorecard (SSØ, 2005). The balanced scorecard is 
a tool that the Norwegian public sector can use to implement and measure their strategies (Hoff & Holving, 2002). 
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Through the use of the balanced scorecard and the use of control parameters, an organization can measure the 
various dimensions of the set goals. 
2.2. Management by objectives  as part of an effective use of resources 
Within the Norwegian public sector there are budgets that set limitations for the use of resources, and the public 
sector is largely governed by laws, rules, and regulations. This will affect the financial management and thereby 
help reduce the room to maneuver (Busch, Johnson, & Vanebo, 2002). Since the 1980s, goals and performance 
management has been the overarching principle in the Norwegian state. Goal and performance management is 
defined by SSØ (2006, p.7) as: "To set goals for what the sector will achieve, to measure results and compare them 
with goals and use this information to management, control and learning to develop and improve the sector".  
Management by objectives is rooted in parliamentary appropriation regulations and the Norwegian state financial 
and associated regulations (SSØ, 2006). To achieve an efficient use of resources, it is important that employees have 
knowledge about the financial goals to be achieved, i.e. they must have a clear understanding of the goals. In 
addition, they must accept the financial targets, and this is not always easy. Furthermore, employees must be 
motivated in the sector to achieve the economic goals being set (Busch, Johnson, & Vanebo, 2002). The public 
sector largely produces products and services. These are applied to the disposal of the society, usually without any 
specific form of direct payment (Busch, Johnson, & Vanebo, 2002). If one is to measure the degree of efficiency in 
the public sector one is dependent on using goals of efficiency that are independent of the market prices the products 
otherwise would have had. This is because many of the products bear signs of being indivisible, and this could lead 
to difficulties in measuring the value of what has been produced (NOU 2003: 16). 
An efficient use of resources in the Norwegian public sector means that public sector organize their activities in 
such a way that the targets to be reached are achieved in a cost effective way (NOU 2003: 16). A key challenge for 
the public sector will be to define clear objectives for the product to be delivered. Furthermore, the way the 
Norwegian state budget is created could affect the extent to which the various sectors get information about costs. 
This in turn could have a bearing on whether the public sector fails to achieve a more efficient use of resources 
(NOU 2003: 16). 
Another form of control is the so-called resource management. Resource management has three purposes, 
respectively, contract management, resource adaptation and managing resources. An efficient use of resources in the 
public sector will require that one has good procedures for how contracts should be followed up. At the same time, 
control will be effective, and the difference between contracts and deliveries must be recorded (Busch, Johnson & 
Vanebo, 2002). Regarding resource adaptation, leaders in the public sector must ensure that they have access to the 
resources necessary to create the greatest possible value. An effective use of resources will thus require that it is 
possible to make a precise distribution of resource consumption and at the same time hold an individual accountable 
for the budget. This accountability is in line with the requirement to make responsibility and authority applicable to 
the various public sectors (St.meld. 55, 1992 to 1993; NOU 1998: 16). A trend within the public sector has in recent 
decades been a focus on smaller units with a decentralization of responsibility for economic and strategic 
developments (Busch, Johnson, & Vanebo, 2002). 
An important process which is carried out through performance management is risk management and internal 
control. The purpose of risk management and internal control is to identify, assess, manage and monitor risks so that 
they remain within the accepted level. This must be implemented by the management and other employees and used 
in determining the strategy and plans across the sector. This is done with the intention to reach a reasonable level of 
security for the achievement of one's goals. Risk management is an element of good corporate governance (Kirkhus, 
2007). In the Norwegian state it is defined through a socio-economic analysis to what extent one manages 
effectively in relation to users and society. By identifying risk in the planning process, monitoring the 
implementation, following up reporting and dealing actively with the identified risk-related measures, the 
Norwegian state can become more efficient. This will require a concerted and holistic approach to how risk should 
be managed (SSØ, 2006). 
As part of an effective resource use the public sector has adopted a concept called public private partnership 
(OPP – offentlig privat partnerskap in Norwegian). The use of OPP will involve a more efficient use of resources 
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through an increased focus on strategic areas, quality improvement of the core business and a real cost reduction 
(Forsvarsdepartementet, 2004). 
3. Conclusions and Recommendations 
We conclude that there are major challenges when it comes to measuring value creation in the public sector. 
Regardless of how one chooses to define efficient use of resources in the public sector, it will be up to the politicians 
to decide whether the services the public sector supplies are of high enough value in relation to their use of resources 
(Busch, Johnson, & Vanebo, 2002). 
One can conclude by asking oneself whether the difficulties of measuring and providing specific assessments of 
what constitutes efficient use of resources in the public sector is a particularly critical factor in achieving a 
systematic improvement of efficiency. An efficient use of resources in the public sector will be dependent on a 
number of other factors such as political decisions and the individual company's ability and willingness to 
implementation, Statskonsult (2001a) have argued that the public sector can handle several of the challenges that the 
sector is struggling with by using the balanced scorecard. In addition, Rødsten (2001) has pointed out that it is 
important to conduct a more systematic measurement and mapping of efficiency in the Norwegian public sector. 
This will lead to better input data and one can thus achieve an incitement to a more efficient use of resources. 
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